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the allocation within a priority cat-
egory on the basis of the subclasses es-
tablished by the plan increases or de-
creases the cumulative amount of as-
sets that otherwise would be allocated
to guaranteed benefits, the assets so
shifted shall be reallocated to other
participants’ benefits within the pri-
ority category in accordance with the
subclasses.

(c) Exception for subclasses in effect on
September 2, 1974. A plan administrator
may allocate assets to subclasses with-
in any priority category, other than
priority categories 1 and 2, without re-
gard to the limitation in paragraph (b)
of this section if, on September 2, 1974,
the plan provided for allocation of plan
assets upon termination of the plan
based on a participant’s longer service,
older age, or disability, or any com-
bination thereof, and—

(1) Such provisions are still in effect;
or

(2) The plan, if subsequently amended
to modify or remove those subclasses,
is re-amended to re-establish the same
subclasses on or before July 28, 1981.

(d) Discrimination under Code. Not-
withstanding the provisions of para-
graphs (a) through (c) of this section,
allocation of assets to subclasses estab-
lished under this section is permitted
only to the extent that the allocation
does not result in discrimination pro-
hibited under the Code and regulations
thereunder.

ALLOCATION OF RESIDUAL ASSETS

§4044.30 [Reserved]

Subpart B—Valuation of Benefits
and Assets

GENERAL PROVISIONS

§4044.41 General valuation rules.

(a) Valuation of benefits—(1) Trusteed
plans. The plan administrator of a plan
that has been or will be placed into
trusteeship by the PBGC shall value
plan Dbenefits in accordance with
§§4044.51 through 4044.57.

(2) Non-trusteed plans. The plan ad-
ministrator of a non-trusteed plan
shall value plan benefits in accordance
with §§4044.71 through 4044.75. If a plan
with respect to which PBGC has issued

29 CFR Ch. XL (7-1-01 Edition)

a Notice of Sufficiency is unable to sat-
isfy all benefits assigned to priority
categories 1 through 4 on the distribu-
tion date, the PBGC will place it into
trusteeship and the plan administrator
shall re-value the benefits in accord-
ance with §§4044.51 through 4044.57. (See
Note at beginning of part 4044.)

(b) Valuation of assets. Plan assets
shall be valued at their fair market
value, based on the method of valu-
ation that most accurately reflects
such fair market value.

TRUSTEED PLANS

§4044.51 Benefits to be valued.

(a) Form of benefit. The plan adminis-
trator shall determine the form of each
benefit to be valued in accordance with
the following rules:

(1) If a benefit is in pay status as of
the valuation date, the plan adminis-
trator shall value the form of the ben-
efit being paid.

(2) If a benefit is not in pay status as
of the valuation date but a valid elec-
tion with respect to the form of benefit
has been made on or before the valu-
ation date, the plan administrator
shall value the form of benefit so elect-
ed.

(3) If a benefit is not in pay status as
of the valuation date and no valid elec-
tion with respect to the form of benefit
has been made on or before the valu-
ation date, the plan administrator
shall value the form of benefit that,
under the terms of the plan, is payable
in the absence of a valid election.

(b) Timing of benefit. The plan admin-
istrator shall value benefits whose
starting date is subject to election
using the assumption specified in para-
graph (b)(1) or (b)(2) of this section.

(1) Where election made. If a valid elec-
tion of the starting date of a benefit
has been made on or before the valu-
ation date, the plan administrator
shall assume that the starting date of
the benefit is the starting date so
elected.

(2) Where no election made. If no valid
election of the starting date of a ben-
efit has been made on or before the
valuation date, the plan administrator
shall assume that the starting date of
the benefit is the later of—
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(i) The expected retirement age, as
determined under §§4044.55 through
4044.57, of the participant with respect
to whom the benefit is payable, or

(ii) The valuation date.

§4044.52 Valuation of benefits.

The plan administrator shall value
all benefits as of the valuation date
by—

(a) Using the mortality assumptions
prescribed by §4044.53 and the interest
assumptions prescribed in appendix B
to this part;

(b) Using interpolation methods,
where necessary, at least as accurate
as linear interpolation;

(c) Using valuation formulas that ac-
cord with generally accepted actuarial
principles and practices;

(d) Taking mortality into account
during the deferral period of a deferred
joint and survivor benefit only with re-
spect to the participant (or other prin-
cipal annuitant); and

(e) Adjusting the values to reflect
loading expenses in accordance with
appendix C to this part.

[65 FR 14753, Mar. 17, 2000]

§4044.53 Mortality assumptions.

(a) General rule. Subject to paragraph
(b) of this section (regarding certain
death benefits), the plan administrator
shall use the mortality factors pre-
scribed in paragraphs (c), (d), and (e) of
this section to value benefits under
§4044.52.

(b) Certain death benefits. If an annu-
ity for one person is in pay status on
the valuation date, and if the payment
of a death benefit after the valuation
date to another person, who need not
be identifiable on the valuation date,
depends in whole or in part on the
death of the pay status annuitant, then
the plan administrator shall value the
death benefit using—

(1) The mortality rates that are ap-
plicable to the annuity in pay status
under this section to represent the
mortality of the pay status annuitant;
and

(2) The mortality rates applicable to
annuities not in pay status and to de-
ferred benefits other than annuities,
under paragraph (c) of this section, to
represent the mortality of the death
beneficiary.

§4044.55

(c) Mortality rates for healthy lives.
The mortality rates applicable to an-
nuities in pay status on the valuation
date that are not being received as dis-
ability benefits, to annuities not in pay
status on the valuation date, and to de-
ferred benefits other than annuities,
are—

(1) For male participants, the rates
in Table 1 of appendix A to this part,
and

(2) For female participants, the rates
in Table 1 of appendix A to this part,
set back 6 years.

(d) Mortality rates for disabled lives
(other than Social Security disability).
The mortality rates applicable to an-
nuities in pay status on the valuation
date that are being received as dis-
ability benefits and for which neither
eligibility for, nor receipt of, Social Se-
curity disability benefits is a pre-
requisite, are—

(1) For male participants, the rates
in Table 1 of appendix A to this part,
set forward 3 years, and

(2) For female participants, the rates
in Table 1 of appendix A to this part,
set back 3 years.

(e) Mortality rates for disabled lives
(Social Security disability). The mor-
tality rates applicable to annuities in
pay status on the valuation date that
are being received as disability benefits
and for which either eligibility for, or
receipt of, Social Security disability
benefits is a prerequisite, are the rates
in Tables 2-M and 2-F of appendix A to
this part.

[61 FR 34059, July 1, 1996, as amended at 65
FR 14753, Mar. 17, 2000]

§4044.54 [Reserved]
EXPECTED RETIREMENT AGE

§4044.55 XRA when a participant must
retire to receive a benefit.

(a) Applicability. Except as provided
in §4044.57, the plan administrator
shall determine the XRA under this
section when plan provisions or estab-
lished plan practice require a partici-
pant to retire from his or her job to
begin receiving an early retirement
benefit.
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